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MARKET FOR COMMERCIAL paper, which 

contracted steadily during the booming 
and virtually disappeared the early 
has experienced striking return 
importance the postwar period. Currently, 
the volume open-market commercial paper, 
including directly placed finance company 
exceeds the record levels nearly 
years ago. There strong evidence, further- 
more, that the recent upward trend has not 
yet run ite course but will continue the 
future. 

Three circumstances seem have played 
the regeneration the market for 
commercial paper. First, the postwar demand 
for working capital manufacturers and 
trade firms has advanced sharply the past 
decade, business activity has moved suc- 
cessively higher dollar levels. Second, the 
dominance the unit structure, rather than 
branch organization, the commercial bank- 
ing system the United States, together with 
the legal loan limitations for individual bor- 
rowers, has made difficult for many large 
borrowers most notably the giant finance 
obtain all the funds desired 
from the banks. result, these borrowers 
have sought out part their increased re- 
quirements from nonbank sources. Third, 
liquid funds nonbank institutions, includ- 
ing such diverse groups college endowment 
funds, pension and trust funds, insurance com- 
panies, and nonfinancial corporations, have 
increased and served supplemental source 
open-market credit. 

The commercial paper market one 
number separate segments the whole 
market for funds. This entire market for funds 
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customarily divided into the long-term 
capital market and the short-term money 
market, with the latter turn subdivided into 
customer loan market and open market. 
The open market for short-term funds itself 
has several sections, the more important 
which are the markets for Treasury securities 
bills, certificates, and notes bankers’ ac- 
ceptances, stock exchange call loans, Federal 
funds, and commercial paper. Among these, 
the commercial paper market considered 
terms the number and variety bor- 
rowers, possibly the broadest. 

Commercial paper the term used 
this discussion refers notes offered the 
open market business firms. The maturities 
generally range from four six months al- 
though some maturities are short 
days and occasionally long months. 
The denominations issued vary somewhat but 
normally are determined the preferences 
buyers; denominations commonly include 
$5,000 and multiples thereof. These notes are 
generally single-name, unsecured promissory 
obligations the issuer, although occasionally 
stocks, bonds, warehoused commodities 
serve collateral. 

Traditionally, commercial paper was dis- 
tributed lenders almost exclusively through 
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the channels the commercial paper dealer. 
The manufacturer trade firm wishing 
borrow the open market sold his notes 
any several dealers who specialized the 
marketing these obligations. While sub- 
stantial volume commercial paper still 
reaches lenders through this dealer channel, 
number the larger sales finance com- 
panies initiated direct placement their own 
paper the mid-thirties. This modification 
marketing channels has not altered the 
basic characteristics the commercial paper 
market, except for the partial displacement 
the independent dealer. The function per- 
formed the buyers 
these short-term obligations and arranging 
terms integrated into the 
organization the borrower the case 
directly placed finance company paper. 
Some idea can gained the remarkable 
postwar growth and current size the market 
for commercial paper inspection the 
accompanying chart. Outstanding volume 
these obligations averaged around billion 
last year, compared with less than $500 million 
years earlier. The recent growth, more- 
over, follows long the late 


the when the volume 
open-market financing was 
atively low levels and outstanding 
paper seldom exceeded the $500 million 
From the post-World War peak 
million 1919, commercial paper declined 
less than $100 million 1932. the 
level outstandings rose briefly above $800 
million, but during the succeeding war years 
shrank less than $200 million. 

The growth commercial paper volume 
the past decade impressive comparison 
with the expansion 
credit the principal customer loan market, 
the commercial banks. Business loans all 
insured commercial banks, including holdings 
commercial paper, increased $24.6 billion, 
175 per cent, during the 10-year period 
ended December 31, 1956, compared with 
increase $1.8 billion, 519 per cent, total 
commercial paper volume. the end last 
year, commercial paper represented 1.9 per 
cent all short-term corporate credit, 
crease from 0.7 per cent years earlier. 


Who Issues Commercial Paper? 


During 1956, more than 360 firms sold com- 
mercial paper the open market, compared 
with approximately 650 1935, with 1,653 
1929, and with nearly 4,400 1920. sig- 
nificant that the current record volume 
commercial paper has originated from less 
than one tenth the number firms selling 
commercial paper 1920 and fewer firms 
than employed this market even recently 
1935. The concentration open-market 
credit emphasized the fact that about 
$1.6 billion three fourths the paper 
standing represents obligations only five 
firms, the giant finance companies which 
place paper directly with lenders all over the 
Nation. Even after eliminating these largest 
firms from the totals, however, average 
rowings per firm are considerably higher than 
earlier periods. For example, the average 
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was $608,000 1920, less than $500,000 
1929, and about $400,000 1932 and 1933. 
contrast, borrowing last year, other than 
the five largest finance companies, esti- 
mated have averaged between million 
and million per firm. 

Despite the fact that the number open- 
market borrowers has declined substantially 
since the wide variety industries 
continue represented the commercial 
paper market. Based records the Na- 
tional Credit Office, which appraises the 
credit standing open-market borrowers, the 
majority these can placed one four 
dassifications: manufacturing, wholesaling, 
retailing, sales finance. Industry classifi- 
cations change over time, and difficult 
compare the number sellers industry 
product. appears, however, that the princi- 
pal reduction number sellers the past 
years has been the areas metal prod- 
food manufacturers, textile and leather 
manufacturing, and the lumber, wood, 
paper, and rope category. the other hand, 
the principal increase number com- 
mercial paper sellers has been the finance 
company sector, where firms sold paper 
last year compared with 1922. 

Within the Tenth Federal Reserve District, 
the number commercial paper borrowers 
also has diminished sharply. From 150 firms 
1922, the number declined 1935 
and was reduced last year. Food manu- 
facturers and grain dealers, along with ap- 
parel manufacturers, are the traditional issuers 
commercial paper the District. These 
have been supplemented recent years 
number sales finance companies this 
District. 


Who Buys Commercial Paper? 


One the important factors growth 


the postwar commercial paper market has 


the increasing participation nonbank 
firms and particularly the nonfinancial corpo- 
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ration buyers open-market paper. Tra- 
ditionally, commercial banks have been the 
major suppliers funds this market, hold- 
ing estimated per cent outstanding 
paper during the and early 
contrast, commercial banks are now estimated 
hold less than per cent outstanding 
commercial paper. This not the result 
banks departing from this market, for mem- 
ber banks were reported have held $640 
million recent date, compared with $272 
million the end 1935 and $291 million 
December 1929. Instead, the change has come 
about through large-scale entrance new 
buyers. Nonfinancial corporations, for ex- 
per cent directly placed commercial 
paper, addition smaller amounts 
paper sold through dealers. Among these 
holders, the petroleum industry reported 
far the most important, having be- 
tween one third and two thirds the non- 
financial corporate total. Other industries re- 
porting extensive investment commercial 
paper are steel, chemical, automobile, and 
electrical manufacturing, railroads, 
lines. other single nonbank group com- 
pares size holdings with the corporate 
classification, but the aggregate such buyers 
insurance companies, pension 
funds, and college endowment funds place 
significant amount money the com- 
mercial paper market. 


Purposes Open-Market Borrowing 


The purposes served credit obtained 
the short-term open market are essentially 
similar those served short-term customer 
loans banks. That is, such funds are used 
extensively meet peak seasonal cyclical 
needs for working capital. Firms whose re- 
quirements are heavily seasonal, such grain 
dealers, flour mills, packers, and apparel 
manufacturers, frequently borrow 
market finance periods heavy inventory 
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accounts receivable, subsequently liqui- 
dating these obligations after the peak has 
passed. indicated monthly data com- 
mercial paper placed through dealers, the 
outstanding notes nonfinancial firms nor- 
mally increase during the last half the year 
and reach seasonal maximum the first 
quarter. The February March peak fol- 
lowed sharp contraction midyear. 

addition these seasonal credit require- 
ments, however, certain important borrowers, 
notably the finance companies, use com- 
mercial paper more less continuously 
throughout the year. This practice arises 
from the special nature the capital re- 
quirements sales finance companies, re- 
quirements derived from demands their 
customers for retail and wholesale credit. 
These demands are quite volatile char- 
acter, changing over extensive range ac- 
cordance with movements dealer inven- 
tories and sales automobiles and other con- 
sumer durables, well such factors 
down payment and maturity limits instal- 
ment sales contracts. necessary, there- 
fore, that finance companies obtain sub- 
stantial proportion their capital from the 
short-term market and thus preserve degree 
flexibility appropriate potential reduc- 
tion receivables. While sales finance com- 
panies have been important borrowers the 
long-term capital market the postwar 
period, significant that the ratio short- 
term debt total debt the large firms has 
remained around per cent. 


Direct Loans Commercial Paper Borrowing 

The group firms manufacturers, mer- 
chants, and finance have 
access the commercial paper market be- 
cause their exceptional credit standing, 
also obtain large volume funds from the 
commercial banks. Normally, fact, these 
firms fill large part their short-term re- 
quirements with bank loans and use the open 


market supplementary source. 
tion the four largest sales finance com- 
panies, for example, shows that the end 
1955, available lines bank credit approxi- 
mated billion and lines credit use 
amounted nearly $1.7 billion, while out- 
standing commercial paper 
$1.4 billion. 

What determines the proportion short- 
term funds obtained these borrowers 
through customer loan channels and the pro- 
portion from the open market? Presuming 
these borrowers good credit risks, why 
they not obtain all their funds through 
direct borrowing or, conversely, why these 
borrowers obtain any credit through direct 
borowing? Furthermore, why has the volume 
credit obtained through the commercial 
paper market increased both absolutely and 
relatively during the postwar period? 

Though general limitation the aggregate 
volume bank credit one factor which 
may induce firms seek additional funds 
the open market, the statutory ceiling loans 
importance restricting use bank funds 
large businesses. result the growth 
financing requirements during the past 
decade, many firms find themselves the 
legal maximum major commercial 
Further expansion loans from commercial 
banks obtainable only through negotiating 
new credit lines with additional banks. 
creasing the number bank lines, however, 
eventually means the inclusion many small 
banks, with consequent rising costs per dollar 
credit for negotiation and administration 
balances. recent date, for example, total 
lines bank credit available each two 
large borrowers were approximately $580 mil- 
lion and involved 582 banks one case and 
390 the other. order for these firms 
have met all their short-term capital 
quirements from commercial banks, would 
have been necessary establish additional 
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lines credit with much larger number 
smaller banks. Therefore, the need these 
firms for short-term funds has tended out- 
run the capacity the commercial banking 
system, they have turned increasingly com- 
mercial paper issues means tapping 
other sources. 

However, borrowers may enter the com- 
mercial paper market for reasons other than 
the difficulty obtaining adequate quantities 
credit the customer loan market. One 
the attractions offered commercial paper 
the generally lower rate compared with the 
cost bank loans. The yield commercial 
paper, shown the accompanying chart, 
has ranged usually from one half one per 
cent below the rate charged large business 
loans banks, although occasionally the 
spread has been greater than this. (The rate 
business loans more than $200,000 was 
chosen for comparison the assumption that 
these borrowers represented firms similar 
size and credit rating open-market bor- 

The nominal difference between commercial 
paper yield and bank rate loans tends 
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understate the true cost difference least 
one respect. Bank loans frequently are negoti- 
ated with compensating balance provisions 
which require some proportion the bor- 
rowed funds kept deposit with the 
lender. Thus the cost funds actually avail- 
able for use may significantly greater than 
the stated rate. the same time, must 
noted that utilization open-market credit 
does not eliminate the need for bank lines 
means hedging against unforeseen credit 
needs and meet the seasonal reduction 
available nonbank loan funds year end. 
Furthermore, commercial paper marketed 
through dealers normally carries 
charge the issuer than appears from yield 
figures, for the dealer must receive commis- 
sion from the borrower usually one fourth 
per cent cover his distributing costs. 
the case notes placed directly finance 
companies, the dealer commission is, course, 
avoided. The cost marketing finance com- 
pany paper cannot escaped, however, and 
therefore can assumed that the quoted 
yield direct placements represents some- 
thing less than the full cost the issuer. 
Nevertheless, after making necessary allow- 
ances for these cost elements which not 
appear the naminal prices, commercial 
paper offers saving over direct loans, though 
not possible judge the exact magnitude 
the difference. 

Considering this cost advantage com- 
mercial paper, might seem surprising that 
the extensive increase short-term borrowing 
the larger firms able enter the open 
market was not met larger proportion from 
commercial paper. known, for example, 
that the large sales finance companies in- 
creased their bank lines use almost the 
same amount their commercial paper out- 
standing between the end 1946 and the 
end 1955. The continued maintenance 
bank lines can explained least part 
their function reserve meet emergencies 
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and seasonal fluctuations the supply 
open-market funds. The bank line can 
drawn when needed and repaid when 
longer needed. This does not completely ex- 
plain the growth bank lines use, how- 
ever, for the extent credit lines actually 
are employed, they cease reserve. 

seeking further answer for the failure 
commercial paper volume increase even 
more rapidly view the known level 
demand for short-term credit, the possibility 
suggested that the supply funds available 
for investment commercial paper the 
going rate was the limiting factor. attempt 
borrowers obtain significantly larger 
amount funds the short run might have 
been carried out only interest cost con- 
siderably higher than the going rate. Accord- 
ingly, the growth trend volume com- 
mercial paper outstanding over 
period, such the postwar decade, may re- 
flect successive upward shifts the supply 
short-term nonbank loanable funds the 
open market. Such hypothesis appears 
receive support from the annual estimates 
nonfinancial corporate liquid asset holdings 
the Securities and Exchange Commission. 
Though the ratio quick assets liabilities 
has declined, these data indicate that the dol- 
lar volume liquid funds has been increasing 
fairly steadily during the past years, re- 
sult such influences higher corporate re- 
tained earnings from larger profits and rising 
depreciation allowances from the growing ag- 
gregate plant and equipment. the 
close 1956, liquid assets were approximately 
$55 billion, nearly per cent higher than 
1946. Furthermore, there appears 
secular increase the amount current 
assets invested securities other than Treas- 
ury issues. The latter increased from $1.7 
billion billion the same 10-year period, 
gain about per cent. 

can taken for granted that short-term 
investment motives corporations include 


preference for higher yields. But the large 
volume Government securities held 
tive other short-term issues suggests that 
safety and liquidity have been emphasized, 
Short-term Treasury issues clearly possess 
these latter characteristics greater measure 
than any private security, but for many in- 
vestors the degree risk incurred and 
quidity sacrificed holding commercial paper 
may altogether negligible. 
paper has enjoyed excellent credit rating 
investors, and even during the depression 
the losses commercial paper 
holders were small comparison with losses 
direct loans. 1931 and 1932, for instance, 
estimated losses amounted less than 0.1 per 
cent outstandings, and since 1937 there 
have been reported losses dealer-placed 
commercial paper. Directly placed paper 
the five largest finance companies has never 
recorded default. 

Although liquidity commercial paper 
not equal that Treasury issues with simi- 
lar maturity, possesses measure liquidity 
adequate for the needs many investors. Un- 
like direct loans, which the lender may have 
contemplate renewing, commercial paper 
expected paid maturity. Even 
though indebtedness the issuer continued 
means refunding with new note, out- 
standing issues are paid maturity and there- 
fore assure the individual holder cash 
the maturity date. Moreover, commercial 
paper generally salable the secondary 
market, thereby enabling holder dispose 
his investment prior maturity. Banks 
not infrequently sell commercial paper cor- 
respondents, and member banks may discount 
maturities under days their Federal Re- 
serve bank. Insofar paper the large 
finance companies concerned, there 
formal understanding that the issuer will 
purchase notes wherever possible 
modate unanticipated liquidity needs 
holders. 


Fewer 
Farms 


MANY YEARS, various reports have 

pointed out that the number farms 
the Nation declining. Since 1934, fact, 
figures supplied the Bureau the 
Census have indicated steady drop farm 
numbers. interpret the full meaning 
the decrease the number farms, 
necessary analyze the extent which the 
decline has occurred different regions and 
size groups. this article, analysis the 
decline farm numbers will made 
areas and size categories for the Tenth Fed- 
eral Reserve District. 

The census bureau makes estimate the 
number farms the United States each 
five years. farm was defined the bureau 
the 1954 Census Agriculture place 
three more acres, the annual value 
agricultural products home- 
garden products amounted $150 more. 
Places less than three acres also were 
counted farms, they normally could 
expected produce agricultural products 
valued $150 more annually. 

The declining number farms most 
rural communities has caused concern among 
persons engaged farming and related busi- 
nesses. the Tenth District, many businesses 
are agriculturally oriented. This may account 
for the unusual interest the changing num- 
ber farms this region. The basis the 


Monthly Review August 1957 


the 


Tenth 
District 


concern about farm numbers may not always 
question whether agriculture bene- 
fits loses from fewer farms, but instead, 
whether not the community whole 
must make some adjustment the changing 
number farms the community. 

decline the number farms re- 
gion can oppressive operative. de- 
cline the number farms causes social 
and economic adjustments that the short 
run appear undesirable, change oppressive. 
When such changes infringe upon cultural 
patterns, inherent resistance usually de- 
velops. the other hand, the operative ef- 
fects change increase over-all economic 
efficiency. The advantages the operative 
effects are not confined entirely agricul- 
ture. Certain types business may thrive 
because agriculture has increased its purchase 
goods and services, even though there are 
fewer farms producing agricultural products. 


Historical Change, 1919-54 


The change the number farms 
District states reported between 1919 and 
1954 seems quite significant, even though some 
reservation placed upon the census data. 
Tenth District states had 850,221 farms 
1919, and farm numbers increased some all 
District states until 1934 when peak 
922,484 farms was reported the census. 
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CHANGES THE NUMBER FARMS 
Tenth District States 


INDEX (1919-54=100) 
140 


100 


SOURCE: Census Agriculture. 
This constituted about 8.4 per cent in- 
crease the number farms between 1919 
and 1934. The movement back the farm 
that occurred during the depression years 
the early was reversed 1934, when 
technology began make marked impact 
upon agriculture. Since 1934, farm numbers 
District states have declined average 
8.4 per cent each census period. 1954, 
farm numbers had dropped about one third 
below the number reported the 1935 
Census Agriculture. Since the last census 
date, innovations, drought, declining income, 
rising costs, and high level business 
activity have brought about further re- 
duction farm numbers the District. 


The Recent 5-Year Period 


make more detailed study the de- 
cline the number farms the Tenth 
District, the change which occurred between 
1949 and 1954 used the remaining anal- 
ysis. The decline between these two census 
the trend which began after 1934. The num- 
ber farms the District declined from 
476,458 farms 1949 426,737 farms 1954 


10.4 per cent drop, which was slightly 
more than normal for each census since 

The percentage decline the Tenth Dis- 
trict ranged from 5.9 per cent Nebraska 
15.8 per cent Oklahoma. Other District 
areas experienced the following percentage 
decreases: Missouri, 12.2 per cent; Colorado, 
10.6 per cent; Wyoming, 9.6 per cent; New 
Mexico, 9.3 per cent; and Kansas, 8.5 per cent. 

rather interesting note that the de- 
cline the number farms the District 
has not resulted any decline the total 
amount land used farms. According 
the 1954 census, land farms increased about 
per cent from 1949 1954. Land used for 
agricultural purposes has been combined 
form fewer farms, and other land has been 
brought into agricultural use through recla- 
mation and irrigation. Both agriculture and 
related businesses have made adjustments 
the decline farm numbers. make 
analysis the decline, these two areas 
economic activity will 
vidually. 

Now that farm numbers have declined, 
how does agriculture the District differ 
from what was previously? For one thing, 
the same amount land now being used 
combination with smaller amount 
labor. The substitution other goods and 
services for labor agriculture evidenced 
the increase capital investments and 
the increase current expenses time 


NUMBER FARMS AND AVERAGE SIZE 
Tenth District 


Number Farms Percentage 
1954 1949 Decrease 


Average Size 


Colorado 
Kansas 
Missouri* 
Nebraska 
New Mexico* 
Oklahoma* 
Wyoming 


*Tenth District portion only. 
SOURCE: Census Agriculture. 


120 
q 
100,846 107,183 5.9 443 
107,507 127,622 15.8 260 
Tenth 426,737 476,458 10.4 479 


when the number farms declining. 
adjustment this type usually occurs when 
the cost labor rising relative the cost 
other goods and services. Farmers seek 
reduce the cost producing commodities 
using more the relatively cheaper resources 
where possible. The operative effects have 
been toward making the farm unit more 
profitable and capable producing higher 
income. 

But income not always the ultimate goal 
the farm family. Satisfaction obtained from 
rural living may substitute for money income. 
Fewer farms the community than the 
past are considered some provide less 
opportunity for people obtain those satis- 
factions received only living farm. The 
number farms related the size 
farms, and maintaining the same number 
farms community may result smaller 
income per farm than would otherwise 
realized. more difficult maintain in- 
come the small farm economy ex- 
cause the surge agricultural technology 
recent years. Thus, order for the small 
farmer remain agriculture and receive 
the nonmonetary returns living farm, 
now makes greater sacrifice income 
than the past. The cost the form low 
income remaining rural environ- 
ment has increased. Alternatives paying this 
higher cost are increase the size the 
farming operations supplemental off-farm 
employment. 

Persons who are not directly employed 
agriculture also express concern over the de- 
cline the number farms because the 
influence the reduction has upon other busi- 
ness the community. Usually, the relation- 
ship agriculture business varies, depend- 
ing upon the type business. The total vol- 
ume business generated agriculture has 
not declined with the reduction the num- 
ber When agriculture uses less labor, 
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depends more upon machinery, equipment, 
and other goods. This substitution has caused 
the total volume goods purchased in- 
crease. 

The purchase labor from outside agricul- 
ture also has increased. For example, when 
commercial fertilizer purchased, the labor 
apply the fertilizer frequently purchased 
spreading service. Custom hiring used 
purchase both machinery services and sea- 
sonal labor. 

declining volume business for some 
concerns rural areas cannot attributed 
decline the total volume purchases 
made agriculture, since farm expenditures 
have been increasing and are near record- 
high levels today. Instead, such declines must 
attributed changes the purchasing 
structure. Even though agriculture purchas- 
ing more goods and services than prior 
years, the number customers making these 
purchases has declined. reduction the 
number buyers market generally re- 
sults increase competition among the 
sellers for these larger purchasers. Since 
farmers now buy larger quantities, they 
can buy more economically. order seek 
out these economies buying well 
selling, farmers are able more distant 
markets than the past because increased 
mobility. The automobile, pickup truck, and 
improved roads have made possible for the 
aggressive farmer more efficient buyer 
goods and services. This means that busi- 
nesses which sell goods and services farmers 
must compete enlarged market area. 
This one the effects changing 
technology. 

The shift population community 
from rural urban living another basis 
concern business highly rural areas. The 
number farm households served busi- 
nessmen the Tenth District has declined. 
This shift has not reduced the volume 
goods and services purchased the same 
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group people. Statistics indicate that pur- 
chases have increased. The basis concern 
the migration from the community that re- 
sults when alternative employment not 
available the immediate area. cases 
where the volume individual business 
dependent upon the population com- 
munity, business will tend decline with 
the decrease population. However, the 
extent that productivity and purchasing power 
increase with the change technology, total 
business activity for such community need 
not necessarily decline even with drop 
population. Progress can made only 
change and, unfortunately, not all individuals 
elements benefit equally change. Fre- 
quently, small groups actually suffer tempo- 
rarily from changes that are beneficial the 
total economy. 


Distribution District Decline 


Not all areas the Tenth District have ex- 
perienced the same change the number 
farms. Some counties the District had more 
farms 1954 than 1949, while other coun- 
ties had substantial reductions. Reasons for 
the changes the number farms usually 
are related the type economic activity 
the area, population characteristics, and past 
historical events. difficult determine 
exactly what reasons exist for rapid decline 
some areas and some increase other 
areas. Changes within areas must viewed 
rather general manner because many cir- 
cumstances explain the aggregate change 
farm numbers within any given area. 

attempt group those counties with 
similar economic conditions, the Bureau the 
Census has subdivided the states into eco- 
nomic areas. The change the number 
farms within economic area gives some in- 
dication what has taken place within 
homogeneous subdivision the District. Vari- 
ations the change the number farms 
between 1949 and 1954 among these areas 


provide comparison the changes the 
number farms different parts the Dis- 
trict. Economic areas within the District were 
grouped into four categories: areas with 
decrease; areas with per cent de- 
crease; areas with per cent decrease; 
and areas with more than per cent de- 
crease. should pointed out that indi- 
vidual counties within economic area may 
have different changes than that for the area 
whole. For example, the economic area 
including southwest Kansas showed in- 
crease the number farms, but six counties 
within the area had decline the number 
farms. 

One economic area southwest Kansas and 
one northcentral New Mexico had slight 
increases the number farms between 
1949 and 1954. Areas with less than 9.1 per 
cent decrease were those located central 
and western Kansas, all areas Nebraska ex- 
cept one southeastern area, and one area 
Colorado and Wyoming. The remaining areas 
the District had decreases 9.1 per 
cent, except three southeastern areas Okla- 
homa which had more than per cent 
decline. 

The areas with slight increase the num- 
ber farms are characterized large farms, 
comparison with other areas the Dis- 
trict. Furthermore, land has been put under 
irrigation recent years the economic 
area covering southwestern Kansas, and prob- 
lems enumerating farms Indian reserva- 
tions probably account for the more stable 
situation the area northcentral New 
Mexico. 

The three economic areas the mountain 
states the District with either decrease 
decline less than 9.1 per cent are 
largely Indian reservation areas, and the 
methods used counting farms the reser- 
vations may have influenced the changes 
these areas. When farms were enumerated 
the reservation areas, the census takers were 
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PERCENTAGE DECLINE FARMS WITHIN ECONOMIC AREAS, 1949-54 
Tenth District 


PER CENT DECREASE 


SOURCE: Census Agriculture. 


ARKANSAS 


NOTE: Heavy color lines indicate economic areas defined the Bureau the Census. 


instructed report land Indian reserva- 
tions not reported individual Indians 
not rented non-Indians the name the 
cooperative group using the land. some 
instances, the entire Indian reservation was 
reported one farm. result, changes 
the number farms the Indian reserva- 
tion areas are influenced large extent 
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changes leasing arrangements. 

Areas with less than 9.1 per cent decline 
the number farms are below the average 
the District partly because the increase 
the amount land put under irrigation. 
Farms these areas also average larger than 
areas with greater decline the number 
farms. However, the forces which have 
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caused farm numbers decline other areas 
are not entirely absent from these regions. 

Economic areas the District with 9.1 
per cent decline include both the 
tain states and the southern and eastern areas 
the District. Areas Oklahoma, eastern 
Kansas, southeast Nebraska, and 
falling this category decline accounted 
for per cent the absolute decline the 
number District farms. Two explanations 
for high absolute and percentage decline 
the number farms these areas seem 
likely. First, they include major portion 
the metropolitan areas the District, which 
provide alternative employment opportunities 
for those leaving agricultural employment. 
Second, acreage per farm these areas was 
small and, thus, farms have been subject 
rapid rate consolidation into larger units. 
When farms are combined into larger farms, 
usually the practice combine the en- 
tire unit with another existing unit rather than 
apportion the farm and combine with 
several units. Combining two small farms can 
provide unit more adequate size, where- 
attempting combine two large farms may 
beyond the financial resources the indi- 
vidual. will pointed out the next sec- 
tion, the number farms from 
acres size has declined substantially, and 
such farms are predominant the eastern 
sections the District. The decline the 
mountain states probably not explained 
these same reasons, agriculture the 
economic areas the mountain states differs 
considerably from that the eastern areas. 
Although the percentage decline the 
mountain states was the same for areas 
the plains states, the absolute decline was less 
than one half. 

The largest percentage decline the num- 
ber farms took place southeastern Okla- 
homa. Areas this region accounted for 
per cent the absolute decline District 
farms. With large number small farms, 


low incomes, and close proximity growing 
industrial areas, farmers southeastern Okla- 
homa probably have been attracted alter- 
native employment. recent years, industrial 
growth parts Oklahoma and Texas has 
provided many alternatives small farmers 
this area whose incomes were quite low. 


Acreage Per Farm 


Using acreage measurement, the de- 
cline the number farms the Tenth Dis- 
trict also has varied among different sizes 
farms. large variation size farm exists 
among different areas the District. 1954, 
average size farm varied from 164 acres 
the Tenth District portion Missouri 3,069 
acres Wyoming. Several changes which 
have influenced average size have taken place 
the District. The change the number 
farms the District from 1949 1954 re- 
sulted smaller number farms below 
500 acres, but the number farms 500 
acres and over size increased. This verifies 
that farms have been combined form larger 
units. Evidence changes farm size 
revealed census data grouped size 
farm. 

All farm size groups below 500 acres 
showed some decline numbers between 
1949 and 1954. Differences the decline 
among farm size groups indicate the relative 
importance changes number farms 
various acreages. each size group less 
than acres, the number farms declined 
from 1949 1954. Farms less than acres 
the District probably include por- 
tion the residential farms farms where 
operators supplement income with off-farm 
employment. Many low-income farms are 
these size groups, which probably accounts 
for the decline the number farms 
less than acres. 

Numbers farms begin increase size 
groups above acres, with three 
the 80-, 160-, and 320-acre farms predomi- 


NUMBER FARMS SIZE FARM, 1949-54 
Tenth District 
ACRES 


UNDER 


100 139 
180 219 
220 259 
260 499 
500 999 


OVER 


NUMBER FARMS THOUSANDS 
SOURCE: Census Agriculture. 


nating the District. Between 1949 and 1954, 
the number farms the 70-99 acre group 
declined per cent and the number farms 
the 140-179 acre group declined per 
cent. These two groups accounted for nearly 
per cent the absolute decline number 
farms. 

The three largest size group accounted for 
per cent all farms the District 1954. 
The relative importance the number 
farms these groups increased, the two 
largest groups had increase farm num- 
bers between 1949 and 1954, and the 260-499 
acre group had the lowest percentage decline 
all farm size groups for which numbers 
decreased. Many the farm units that were 
combined during the recent 5-year period 
probably fell within the 260-499 acre group 
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1954. This would account for the small de- 
cline the number farms this group. 
The extent the influence combining 
farm units into larger farms not apparent 
the small size groups the two largest 
groups. The increase numbers the two 
largest farm size groups gives specific evi- 
dence the effects combining farm units 
into larger farms, but reasonable ex- 
pect that the influence combined units oc- 
curred all size groups. farm size groups 
below 500 acres, farms were doubt added 
the size groups because combinations 
smaller farms. However, these additions were 
more than offset losses due further com- 
bination farm units change land use. 


Summary 


The declining number farms the Tenth 
District since 1935 has necessitated some ad- 
justments economic activity rural com- 
munities. These adjustments differ from one 
area another because varying conditions 
different parts the District. The decline 
the number farms has varied with such 
factors size farm, regional character- 
istics, and the amount land put under irri- 
gation. Changes economic activity com- 
munities where farm numbers are declining 
usually are not the same for society 
whole. agricultural land consolidated 
into fewer farms, market areas frequently be- 
come enlarged and individual business 
highly rural areas encounters more competi- 
tion. Part the population such com- 
munities also may often migrate more in- 
dustrial areas. However, increased 
ductivity the individuals remaining tends 
offset the loss productivity those that are 
migrating, total economic activity for such 
communities need not decline. From eco- 
nomic point view, society gains because 
total purchases goods and services are 
larger and aggregate business activity con- 
tinues enlarge. 


trial 
has 
de- 
Dis- 
cists 
In 
069 
‘ich 
Ll 
Tre- 
low 
500 
fies 
‘ger 
ores 
een 
line 
tive 
less 
ned 
Tes 
ere 
mi- 


PRIVATE DEBT, 1945-1956 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
240 240 


CORPORATE 


120 120 


INDIVIDUAL AND 
NONCORPORATE 


SOURCE: Survey Current Business. 


BANKING THE TENTH DISTRICT 


Reserve Reserve 


City Country City Country 
Member Member Member Member 
District Banks Banks Banks Banks 
June 1957 Percentage Change 
une Change From 


Dist. 
Colorado 
Kansas 
Missouri* 

Nebraska 

New Mexico* 

Oklahoma* 

Wyoming 


*Tenth District portion only. **No reserve cities in this state. 
than 0.5 per cent. 


NET PUBLIC AND PRIVATE DEBT, 1945-1956 


800 800 


600 600 


400} 400 
200 PUBLIC 200 
q 


SOURCE: Survey Current Business. 


PRICE INDEXES, UNITED STATES 


Consumer Price 
Wholesale Price Index 
Prices Farmers (1910-14—100) 
Prices Paid Farmers (1910-14—100) 


Check Department Residential 
Payments Store Sales Building 


and Principal 


Metropolitan 
Areas 


Tenth Dist. 
Denver 
Wichita 
Kansas City 
Omaha 
Okla. City 


Tulsa 


*City only. City, Mo., only. City, and 


May une 

Revised. 
TENTH DISTRICT BUSINESS 
Year Year Yeor 


a 


— 


